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Abstract—Border area developed in globalization and regional 
integration. This paper argues the influence factors from an 
abstract “ideal border area” view. This paper takes the 
development of Horgos border zone as an example to pointout 
that, the transform of border attribute promote the difference 
and relevance in cross border structure, which, in regional 
integration, leads to an increase of cross flow and economic 
concentration. While cross border governance, especially 
institutional arrangement from the state government promotes 
the cooperation and development in border area. 
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I.  INTRODUCTION 
The globalization of production activities strengthened the 
mutual dependence and permeability between countries, while 
integrated cooperation accelerated in the past 30 years. 
Regionalism has been in the ascendancy [1].This trend is not 
only an impact on international economic landscape, but 
changes geopolitics and reshapes the connotation of regional 
development. Though separated by border, there evolved new 
economic space in border area, with the form of border 
economic zone, growth triangle and sub-regional cooperation 
in border area [2].  In such context, this paper, by taking Horgos 
border zone as an example, argues the general mechanism of 
the development of border area in regional integration. 
II. BORDER EFFECT AND BORDER AREA DEVELOPMENT 
A. Border Effects: how border effect cross border elements  
Generally, the development of border area means the 
increasing of cross border flow and spatial concentration of 
economic elements in border area. The transformation of the 
attributes of national border is always the central topic [2]. 
Cross border economic activity is affected by national border 
because of state power, which makes “Border Effect” [3,4]. And 
border effect can be divided into impediment effect and 
intermediary effect [3, 4, 5]. 
The impediment effect is the close attribute of border. As a 
buffer area of two neighbor countries, border area is strictly 
controlled by the state, making the transaction cost of cross 
border flow higher than that of within the state [6,7]. Considering 
benefits of the state, border is never declined, “but rather 
because of the regulatory activities of the states [8]”, even in the 
progress of integration. The transaction cost includes two types: 
explicit and implicit one. The explicit one includes 
transportation cost, time cost, international trade tariff and 
quota and so forth. Implicit cost includes lacking of policy 
consistency, unpredictability of policy implementation, cross 
border socialintegration cost, information cost and other 
transaction costs. The implicit cost, especially, which has 
increased uncertainty of border area development environment, 
makes investors choose to avoid this location, resulting a 
market defect in border area. Such as the frequently changing 
rules and regulations in Myanmar makes investors trend to 
locate industries on the side of Thailand [9]; the “illegal customs 
liquidation” in Kazakhstan and some other Central Asia 
countries, disrupts the development of bilateral trade [10]. 
The progress of regional integration maps a deep 
economical and institutional sense on national border: there is 
significant decline of border impediments while enhancement 
of intermediary effects. Some certain cities, even part of one 
city have become a node, sub-region cooperation and 
integration grouping have developed [3,4,11], making national 
boundary more indistinct. Large quantities of studies in the past 
two decades have shown that national border have transform 
from forefront of military defense into a filter of cross border 
elements[12]. Border area is becoming a “contact zone” between 
two countries, which enhances the accessibility, potential and 
size of cross border market [13, 14]. 
B. Border Area Development in Regional Integration 
As a result, countries, with a rational decision, have to 
choose integration and cooperation to reduce transaction costs. 
The cooperation in border area is not only making full use of 
their endowment advantage, but also expanding and developing 
markets in neighbor country. 
Large amount of literatures have discussed border zone 
development, of which Maquiladoras in Mexico- America 
border area and border industrialization under INTERREG in 
EU countries are mostly cited [15-17]. Recent years, moreover, 
sub-regional cooperation and growth triangle have promoted 
border area development in East Asia [9]. Most scholars pointed 
out that, border area would benefit from regional integrated 
agreements [13]. However, some argued that, border regions are 
far from being a homogenous group [6]: some border zones have 
become “island” in the integration, such as China- Russia- 
Korea Tumen Sub-region, economic corridor in Southeast Asia 
Growth Triangle. The two sides of one same border line, 
moreover, differ from each other sometimes, such as the 
diversity in German-Poland border area [18], and Myanmar-
Thailand border area. 
Despite these changes in different border areas vary 
diversely, border has been endowed with profound connotation 
in globalization and regional integration. These changes seem 
to have shaped a new economic space in border area. In this 
context, how to understand the economic activity in border area 
is an issue geographers should concern about. 
III. DIMENSIONAL CONNOTATIONS OF BORDER AREA 
DEVELOPMENT 
The development of border area is “far from results of 
small accidents [19]”. From an “ideal border area”-a border area 
with suitable physiogeographical attribute-point of view, 
border location includes the state, cross border elements, 
border line and two border sides divided by border line. 
Comprehended from a spatial view, border area development 
contains these two aspects: (1) what is the difference and 
relevance between two divided border sides and their 
endowments; (2) effects from the state and institutional 
arrangement in regional integration. 
A. Difference and Relevance in Cross Border Region 
Structure 
The existence of border divides border area, leading the 
difference and relevance in cross border region structure.  
The diversity of endowments leads to the needs of cross 
border. In a general equilibrium market, the space is divided by 
national border, which cause difference and relevance in border 
area. While in a imperfectly competitive equilibrium, border 
has distorted market. Scale economy and competitive 
advantage would take place in the developed sides, creating a 
diversity of factor prices across the border. This difference in 
cross border market is “geographical grads [20]”. States get 
benefits from complementary cooperation and lead to an 
increasing flow of cross border in the process of globalization 
and regional integration. Border industry can grow by 
exploiting the differences in the endowment of productive 
across the border [9]. 
On the other hand, relevance across the border creates an 
economic agglomerate space. From a neo-geographical point of 
view, demand linkage economies would drive the 
concentration of industries [21,22]. Border divides market space, 
changes the foundation of externality, yet what cannot be 
divided is the relevance owing to the geographical grads. Cross 
border industry organization makes border area have better 
access to use resources, labor, capital and infrastructures, 
which is competitive advantage over other regions in element 
concentration. It border areas between relatively advanced and 
less developed economies offer their respective complementary 
location, which would form a mutualistic symbiosis 
cooperation system of production——a “twin plants” [23]. This 
is a “Shop front, factory behind” spatial organization pattern in 
cross border region [24]. The “front shop” deals with 
management, design, marketing and trade, and places order for 
the assemble factories. Several cross border areas have 
developed with this pattern, such as Mexico- America border 
and the Pearl Delta- Hong Kong border. 
B. Regional Governanceand Border Area Development  
It is not able to solve market failure by open up and 
industrial relevance. And we cannot fully understand the 
development of border area without the view of institutional 
arrangement [25].The attitude and incentive mechanism is 
diverse in different countries and in different stage of 
development within the state [26]. For a cross border area under 
the progress of integrated cooperation, there will be increasing 
return to scale, while decreasing cost to scale or remain the 
same. In Figure 1, the x-axle is the scale of cross border 
cooperation, while y-axle stands for marginal revenue or 
marginal cost. MR stands for marginal revenue, while MC is 
marginal cost of integrated cooperation. When MR> MC, cross 
border cooperation could develop, which means there is 
minimum scale Min(x) to start cooperation.   In order to reach 
Min(x), the initial costs, such as incentive mechanism, 
supporting measure, infrastructure and other public goods, 
must be provided by the state to overcome negative 
externalities of border.  
Figure 1.  Scale of Cross Border Corporation Development 
From the spatial connotation above, a state could choose 
different models to develop border area in regional integration, 
of which, institutional arrangement from the government and 
the promotion from market force are the two basic ones. 
Border area development would decline in an institutional-led 
border area development without market mechanism; while it 
would face a series of political risk and lack of institutional 
guarantee in a market-led border area development without 
sustainment from the government. Generally, the two forces 
jointly promote regional cooperation in practice. 
IV. A SURVEY OF HORGOS: INFLUENCE FACTORS AND 
DEVELOPMENT 
Horgos is a Sino-Kazakhstan frontier port which located at 
Huocheng County of Xinjiang in China. As the opening-up and 
cooperation between the two counties and the development of 
Border regions, Horgos has built a cross-border zone, named 
“Sino-Kazakhstan Horgos International Border Cooperation 
Center”. According to bilateral agreement, the cooperation 
center's plan total area is 5.28 square kilometers, which will 
start operation later in 2011[27]. There are 3.43 square 
kilometers in Chinese side, while 1.85 square kilometers in 
Kazakhstan side. The data of this research originates from the 
interviews in October, 2010; the statistical data includes 
Horgos Port Statistic Book, the Statistical System in General 
Administration of Customs of the People's Republic of China 
and website of Economic and Commercial Counselor’s Office 
of Embassy of the People’s Republic of China in the Republic 
of Kazakhstan. The interview content includes Department of 
Commerce of Xinjiang Province, The Government of Ili 
Kazakh Autonomous Prefecture and Horgos Port 
Administrative Committee. Firstly this research will introduce 
the frontier economic cooperation situation between Xinjiang 
Province and Kazakhstan, and then discuss the influencing 
factors forming the border zone. 
A. Cross border cooperation between Xinjiang and 
Kazakhstan 
Kazakhstan is the largest foreign trade partner of Xinjiang 
Province. Over the years, trade between Xinjiang Province and 
Kazakhstan almost accounted for half of the total in Xinjiang, 
while Xinjiang is the third largest trade partner of Kazakhstan, 
which accounted for 9.6% of the total import and export trade 
in 2009. Sino-Kazakhstan border trade is prosperous. In 2008, 
Small-scale border trade accounted for nearly 70% of 
Kazakhstan's total imports and exports, which had dominated 
the bilateral trade structure. As an important gateway and open 
carrier of cooperation in the border areas, 7 of 15 first-grade 
land ports in Xinjiang has open to Kazakhstan. Horgos and 
Alashankou is the two largest in these ports, and the trade 
between these two ports and Kazakhstan accounted for 50.81% 
of Xinjiang’s total imports and exports. 
Sino-Kazakhstan Horgos International Border Cooperation 
Center (hereinafter short for SKHIBCC), located at Horgos 
Port, is a special economic zone across China and Kazakhstan. 
The planning gross area of SKHICC is 5.28 square kilometers, 
of which 3.43 is in China while 1.85 is in Kazakhstan. 
SKHICC is sealed up as a centre for negotiation, commodity 
sales and financial service functions. 
B. Influence factors: why border economic zone develop 
1) Structure Diversity, Geographical Grad and Spatial 
Strategy 
a) Cross Border Structure and the Geographical Grad 
Revealed Comparative Advantage (RCA) index is used to 
estimate if the production of one country is competitive in 
international trade [28]. In this research, we estimate the relative 



















 is the total export of region t to region 







 is the total export from region t to the world. 
Generally, if RCA 1, production a in region t is with 
competitive advantage. 
Among these all commodities, clothing, electromechanical 
equipments, autos and other light industry products are 
competitive advantage products in Xinjiang, while minerals 
and raw materials are competitive advantage products in 
Kazakhstan. Bilateral trade and economic complementarity is 
significant.  This geography grad, thus, has led to a significant 
growth in bilateral trade. 






1 live animals and animal products 0 8.98 
2 plant products 0.73 0.02 
3 animal, vegetable fat and oils 0.31 0.01 
4 food beverages and tobacoo 0.15 0.01 
5 minerals 1.24 1.29 
6 chemical products 0.67 0.05 
7 plastic, rubber and products 1.11 0.25 
8 leather products 0.77 1.09 
9 timber and products 1.86 1.12 
10 paper and products 1.3 0.07 
11 textile and products 0.95 0.65 
12 hats, shoes and umbrellas 0.67 0 
13 ceramic and glass products 1.89 0 
14 jewelry, precious metal and products  0.49 0 
15 base metal and products 1.54 0.28 
16 electromechanical equipments 1.56 0 
17 vehicles, boats and other transportation 
facilities 
1.33 0.02 
18 optical, medical equipments 1.58 0 
20 miscellaneous products 1.63 0 
21 works of art, collections 2.67 0 
Resource: Calculated by data from Statistical System in General Administration of Customs of the 
People's Republic of China. 
b) Spatial Structure and National Strategy: Multi-role 
of Border and Cross border zone 
In 1996, Kazakhstan, Russia, Belarus and Kyrgyzstan set 
up a four-nation customs union, which reorganized as the 
Eurasian Economic Community in 2000. On this basis, 
Kazakhstan-Russia-Belarus Customs Union was set up in July 
2010. This series of initiatives made Kazakhstan, Russia and 
some Commonwealth of the Independent States countries 
eliminate tariffs and other barriers, coordinate their trade policy, 
and create a unified tariff region. In this background, the 
construction of HIBCC could make better use of the 
“geographic grad”, which is from the different structure and 
resource endowment in two countries, to promote the 
development of bilateral trade and the industrial cluster of 
border areas. 
Figure 2.  Total Imports and Exports in Trade and Border Trade between 
Xinjiang and Kazakhstan 2003-2008 
From the view of national strategy, as all of Russia, 
Kazakhstan and Belarus are not WTO members, HIBCC would 
play a “Front Shop” hub role between Eurasian Economy 
Community and WTO members. As an interviewee pointed out, 
“the cross border cooperation could make good use of the 
advantage on both sides to develop border area……and is able 
to expand bilateral market (based on the construction of 
HIBCC)”. 
2) Regional Governance 
The development and evolution of Horgos is the result of 
cooperation governance between Xinjiang and Kazakhstan, 
which can be divided into the following two stages: 1992-2003, 
and since 2003. 
Horgos cross border zone was first put into operation by 
Yatchaw Group Co. Ltd. 1992. It finally failed because of 
limited capital and policy support. Since late 1990s, the 
bilateral border trade, however, grew up rapidly as the 
enhancing of economical complementarities between 
Kazakhstan and China.  According to statistics, the small scale 
border trade, covering 86.8% of the bilateral trade, has rise up 
to 2.3 billion in 2003, which has promoted the development of 
border area. 
TABLE II.  PROGRESS OF BORDER ZONE DEVELOPMENT IN HORGOS 
Time  Events  Agreement and Release 
Documents  
1992 Hong Kong Yatvchau 
Medicine Group Company 
proposed the project named 




Xinjiang approved land use 
rights and the detailed 
planning of Jiazhou Border 
City. After part of the 
infrastructure works, the 
The detailed planning of 
Jiazhou Border City.  
projects suspended.  
Jun. 
2003 
Chinese President Hu visited 




The People's Goverment of 
Xinjiang and the state 
government of Almaty, the 
Kazakstan signed a 
framework agreement  
The Framework Agreement 
on the establishment of the 
Sino-Kazakhstan Horgos 
International Border 
Cooperation Center  
Sep. 
2004 
China Ministry of Commerce 
and Kazakhstan Ministry of 
Industry signed a framework 
agreement  
The Framework Agreement 
on the establishment of the 
Sino-Kazakhstan Horgos 
International Border 
Cooperation Center  
Jul. 
2005  
President Hu and President 
Nazarbayev signed a joint 
statement, and representatives 
of China Ministry of 
Commerce and Kazakhstan 
Ministry of Industry signed a 
framework agreement  
The Agreement on the 
Management of Activities 
in the Horgos International 
Border Cooperation Center 
between the Republic of 
China and the Kazakhstan 
Republic of Kazakhstan  
Mar. 
2006 
China Ministry of Commerce 
led to set the policy advice of 
cooperation center and 
supporting areas, which 
approved and issued by the 
State Council  
The Reply on issues of 
China - Kazakhstan Horgos 
International Border 
Cooperation Center by the 
State Council  
Mar. 
2007 
Kazakhstan proposed the 
building of Horgos - East 
Gate Economic Trade Zone  
The New World in 
Kazakhstan, the 2007 State 
of the Union by President 
of Kazakhstan  
Nov. 
2010 
Horgos was defined as a 
state-level special economic 
zone  
Several Opinions on the 
Support Construction of 
Kashgar and Horgos 
special economic 
development zones  
Feb. 
2011 
Kazakh President Nazarbayev 
visited to China, and signed 
the Sino-Kazakh Joint 
Communique  
Joint Communique of the 
Republic of China and the 
Republic of Kazakhstan  
Since 2003, the border area cooperation has rise from 
business practice to national strategy in both Kazakhstan and 
China, a new cross border zone named Sino-Kazakhstan 
Horgos International Border Cooperation Center (HIBCC) 
began to put into plan since trade negotiations have rise up to 
central government. In the construction, the two sides have 
both planned supporting economic zone, cross border railway 
and new preferential policy, making Hogos an important 
developing node in regional economic cooperation. The 
administrative organization on the Chinese side is Government 
of Xinjiang Uygur Autonomous Region, while the Kazakhstan 
side is Ministry of Industry and Trade. In this governance, the 
two sides have adjusted the administration and supervision in 
this area. For example, the open hours of Horgos custom in 
both Kazakhstan and China have been extended and unified, in 
table 3, making cross border flow much easier. 
TABLE III.  OPEN HOURS OF HORGOS CUSTOM IN KZ  AND CN 
 open hours in 
Kazakhstan(in 
GMT+8:00) 

















after April 1, 
2011 
10:30-22:30 10:30-22:30 7 
As we can see from the above, the development of Horgos 
border zone has experienced from “bottom up” to “top to 
bottom” transaction. And governance in this region has 
provided infrastructure, preferential policy, development plan 
and institutional guarantee. 
V. CONCLUSION 
A region is more than a product of the nation and the state; 
obviously, it has been embedded in a global system. And the 
developing of border areas are various because of different 
border attribute rooted in international relationships. 
As in the survey of Horgos border zone development, this 
paper identifies the different and relevance of cross border 
structure and regional governance in cross border area, as well 
as their effect to border area. Thus, the complementarities of 
the structure between Sino-Kazakhstan are the essential 
condition in the development of border zone in the context of 
regional integration. Especially, this border zone becomes an 
interchange space which, spatially, meets national strategy 
demand. On the other hand, cross border governance within the 
integration agreement in this area provides infrastructures and 
institutional arrangements, which, both spatially and 
institutionally, reduces cross border impediments, making this 
cross border zone successful consequently. 
From the analysis above, In conclusion, this paper points 
out that the difference in cross border structure would lead to 
the cross border need while the relevance would lead element 
concentration in border area. In order to develop border 
cooperation, regional governance is usually taken by the 
government to cover the initial cost. The future study on border 
area development would focus on quantitative study on how 
regional governance effect border area and border economic 
zone development. 
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